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BAUCUS
SWOI'K. T0 P RINT
REMARKS OF SENATOR MAX BAUCUS
BEFORE THE
TAX AND PROBATE SECTION
STATE BAR OF MONTANA ANNUAL MEETING
JUNE 27, 1980
I AM DELIGHTED TO ADDRESS THE TAX AND PROBATE SECTION OF
THE STATE BAR OF MONTANA,
I AM REMINDED OF A RECENT STUDY CONDUCTED PY A GROUP OF
SOCIOLOGISTS COMPARING SEVERAL PROFESSIONS,
FIRST THEY INTERVIEWED A MATHMETICIAN AND ASKED HIM A HOST
OF QUESTIONS. AT THE END OF AN HOUR THEY ASKED ONE FINAL
QUESTION, "HOW MUCH IS TWO PLUS TWO?
THE MATHMETICIAN RESPONDED, "THAT'S REALLY A VERY COMPLICATED
QUESTION, THE SHORTEST ANSWER I CAN GIVE YOU IS THAT "CONCRETE
TWO" PLUS "CONCRETE TWO" EQUALS "CONCRETE FOUR","
THE MATHMETICIAN GOT UP AND A FEW MINUTES LATER AN ECONOMIST
WALKED IN, HE WAS.ASKED QUESTIONS FOR ABOUT AN HOUR AND FINALLY
HE WAS ASKED, "HOW MUCH IS TWO PLUS TWO?"
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THE ECONOMIST RESPONDED, "I'M VERY GLAD YOU ASKED ME THAT
QUESTION, I DID MY PHD, THESIS ON THAT QUESTION AND IT'S A VERY
COMPLICATED ONE, THE SHORTEST ANSWER I CAN GIVE YOU IS THAT
"ABSTRACT TWO" PLUS "ABSTRACT TWO" EQUALS BETWEEN "ABSTRACT
THREE" AND "ABSTRACT FIVE", PLUS OR MINUS ONE,"
TrAX
THE ECONOMIST LEFT AND A4 LAWYER ENTERED THE ROOM, HE ALSO
WAS ASKED QUESTIONS FOR ABOUT AN HOUR AND THEN WAS FINALLY ASKED,
"HOW MUCH IS TWO PLUS TWO?"
THEALAWYER GOT UP AND WENT OVER TO THE DOOR AND CLOSED IT,
HE THEN WENT OVER TO THE WINDOW AND CLOSED THE WINDOW, HE THEN
LOWERED THE WINDOW SHADE AND TURNED BACK TO THE INTERVIEWERS
AND SAID, "HOW MUCH DO YOU WANT IT TO BE?"
AS A FELLOW MEMBER OF THE BAR, I FEEL I CAN TAKE THE LIBERTY
OF POKING FUN AT OUR PROFESSION,
BUT ON A MORE SERIOUS NOTE, I WANTED TO ADDRESS YOU AS
ATTORNEYS WHO ARE CONCERNED WITH OUR FEDERAL TAX LAWS.
IT WAS OLIVER WENDELL HOLMES WHO OBSERVED THAT "TAXES ARE
THE PRICE WE PAY FOR A CIVILIZED SOCIETY." YET TAX LAWS TODAY ARE
SO COMPLICATED AND HARD TO UNDERSTAND THAT FEW AMERICANS STAND
ON EQUAL FOOTING WITH THE INTERNAL REVENUE SERVICE.
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LIKE EVERYTHING ELSE, IT SEEMS, OUR TAX LAWS HAVE GROWN
MORE COMPLEX -- AND BECAUSE OF THAT, MORE DIFFICULT TO
ADMINISTER FAIRLY.
I WOULD GUESS THAT JUSTICE HOLMES HAD NO IDEA JUST HOW
MUCH THE TAX SYSTEM WOULD CHANGE. YET, IT HAS CHANGED GREATLY,
AND THE RESULT HAS NOT BEEN ALL GOOD,
WHEN I ASK MONTANANS WHAT IS MOST IMPORTANT ABOUT OUR
TAX SYSTEM THEY SAY OVERWHELMINGLY: IT MUST BE FAIR AND
JUST. MOST OF US ARE WILLING TO PAY OUR FAIR SHARE -- AS
LONG AS EVERYONE DOES. MOST OF US RECOGNIZE THAT THIS IS
THE PRICE WE MUST PAY FOR THE SERVICES WE WANT TO RECEIVE
FROM OUR GOVERNMENT.
YET, WHEN I ASK MONTANANS IF THEY BELIEVE THE PRESENT
TAX SYSTEM IS FAIR AND JUST -- MOST SAY NO.
SO, THE BASIC QUESTION IS, IF OUR TAX LAWS MUST BE
THIS COMPLEX, HOW DO WE MAKE SURE TAXPAYERS REMAIN ON
AN EQUAL FOOTING WITH THE TAX COLLECTORS? HOW DO WE
GUARANTEE THAT ALL OF US HAVE THE SAME RIGHTS BEFORE THE
I RS?
* AS A MEMVBER OF THE SENATE FINANCE COMMITTEE AND CHAIRMAN
OF THE SUBCOMMITTEE THAT OVERSEES THE INTERNAL REVENUE SERVICE,
I CAN TELL YOU HOW EASY IT IS TO WRITE NEW TAX PROPOSALS. BUT
IT'S A LOT MORE DIFFICULT TO PASS TAXPAYER PROTECTION MEASURES,
IT'S TIME WE ADOPTED A PACKAGE OF PROTECTIONS FOR TAXPAYERS.
I HAVE PROPOSED TWO MEASURES THAT WOULD PUT US ON THE RIGHT
COURSE.
LET ME OUTLINE WHAT THIS PACKAGE INCLUDES.
FIRST, WE MUST REMOVE THE HIGH COST OF CHALLENGING AN
IRS DECISION IN COURT. TOO OFTEN TAXPAYERS DECIDE NOT TO
CHALLENGE AN IRS DECISION BECAUSE IT'S JUST TOO EXPENSIVE --
OFTEN MORE THAN THE AMOUNT BEING DISPUTED. THAT'S NOT FAIR,
AMERICANS MUST NOT VIEW A COURT VICTORY AS AN EMPTY
PROMISE BECAUSE OF THE HIGH LITIGATION EXPENSES. YET THIS
IS THE HARSH REALITY FACING MANY TAXPAYERS TODAY, SOME
TAXPAYERS ACTUALLY DECIDE TO GIVE UP THE FIGHT EVEN THOUGH
THEY KNOW THEY ARE RIGHT.
THE PRICE OF JUSTICE IN OUR TAX SYSTEM MUST NOT BE
BEYOND THE REACH OF ANY TAXPAYER.
I HAVE SPONSORED LEGISLATION THAT WOULD ALLOW TAXPAYERS
TO BE REIMBURSED FOR THEIR ATTORNEY'S FEES WHEN THEY WIN THEIR
CASE IN FEDERAL COURT OR A TAX COURT AND THE COURT RULES THAT -
THE GOVERNMENT HAS TAKEN AN UNREASONABLE POSITION,
THAT LEGISLATION WAS PASSED BY THE SENATE FINANCE COMMITTEE
EARLIER TODAY AND I EXPECT THE FULL SENATE TO ACT ON IT BEFORE
THE END OF THE YEAR,
I AM ALSO .PROPOSING A SIX-POINT PROGRAM OF SPECIFIC TAXPAYER
PROTECTIONS -- A TAXPAYERS' BILL OF RIGHTS. LET ME DESCRIBE ITS
PROVISIONS:
FIRST, TAXPAYERS NEED A-TRUE ADVOCATE WITHIN THE IRS, TO BE
EFFECTIVE, THIS ADVOCATE MUST BE INDEPENDENT AND BE ABLE TO
INTERVENE ON BEHALF OF TAXPAYERS, THE BILL ESTABLISHES AN
OFFICE OF OMBUDSMAN FOR THIS PURPOSE,
SECOND, TAXPAYERS NEED PROTECTION FROM UNWARRANTED PROPERTY
SEIZURES, THE BILL WOULD REQUIRE THE IRS TO OBTAIN A COURT ORDER
BEFORE SEIZING ANYONE'S PROPERTY FOR NON-PAYMENT OF TAXES,
THIRD, TAXPAYERS SHOULD.NOT HAVE TO PAY BACK TAXES OR
PENALTIES -- JUST BECAUSE THE IRS HAS DELAYED ISSUING REGULATIONS,
YET, ALL TOO OFTEN, THAT HAPPENS, IN SOME CASES FINAL RULINGS ARE
TEN YEARS LATE -- LEAVING SOME PEOPLE WITH AN ASTRONOMICALIAX BILL
THE BILL WOULD REQUIRE THE IRS TO ISSUE REGULATIONS WITHIN 18 MONTHS
OF PASSAGE OF A NEW PROVISION.
FOURTH, ANOTHER SOURCE OF UNNECESSARY RED TAPE FOR TAXPAYERS
AND BUSINESSES IS THE REQUIREMENT FOR DECLARATIONS OF ESTIMATED
TAX WHEN NO PAYMENTS ARE DUE, THE BILL WOULD END THIS PROCEDURE,
FIFTH, THE BILL WOULD REMOVE THE REQUIREMENT THAT SMALL
RUSINESSES FILE 14-2 FORMS IN MID-YEAR -- WHEN AN EMPLOYEE LEAVES
HIS JOB FOR SOME REASON,
AND, SIXTH, THOSE WHO PREPARE TAX FORMS MUST BE PROTECTED
AGAINST UNWARRANTED PENALTIES,
I WOULD LIKE TO ELAPORATE ON THIS POINT FOR A MOMENT, THERE
ARE DEFINITIONS OF NEGLIGENCE AND WILLFUL NEGLECT NOW GOVERNING
TAX PREPARERS. BUT THEY ARE VAGUE AND ALL TOO OFTEN THE IRS
HAS ARBITRARILY IMPOSED PENALTIES ON. CPA'S AND ATTORNEYS,
THAT KIND OF HARASSMENT MUST BE HALTED. SOME ATTORNEYS I HAVE
TALKED TO CLAIM THAT IRS HAS EMBARKED ON A THINLY-VEILED PROGRAM OF
INTIMIDATION, THEY SAY THE IRS IS PUTTING THE SCREWS TO THEM IN
AN EFFORT TO SQUEEZE EXTRA DOLLARS FROM THE NATION'S TAXPAYERS,
IN 1976, CONGRESS GRANTED THE IRS THE POWER TO PENALIZE TAX
PREPARERS WHO MAKE NEGLIGENT OR WILLFUL ERRORS,
THESE PENALTIES WERE DESIGNED TO CRACK DOWN ON UNSCRUPULOUS,
FLY-BY-NIGHT PREPARERS WHO RECKLESSLY FLOUT THE LAW, AND PEND
OR IGNORE IRS REGULATIONS IN ORDER TO DELIVER SIZEABLE REFUNDS,
I v
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YET, BECAUSE THE 1976 LAN WAS VAGUE, EVERYONE WHO PREPARES
TAXES IS SUBJECT TO IRS HARASSMENT, AND, THAT'S NOT WHAT CONGRESS
INTENDED,
OUR TAX SYSTEM IS DESIGNED SO THAT THOSE OF YOU WHO HELP
PEOPLE WITH THEIR TAXES ACTUALLY BECOME THEIR ADVOCATE WITH THE
IRS,
BUT THE IRSu.IS CONTENDING THAT THE PREPARATION OF INCOME
TAXES SHOULD BE A COOPERATIVE EFFORT BETWEEN THE IRS AND TNE
TAX PREPARER -- THUS THE TAX PREPARER ENDS UP BEING COERCED INTO
DOING THE WORK OF UNCLE SAM'S TAX MEN. THE RESULT.: TAXPAYEPS
LOSE THEIR INDEPENDENT, FRONTLINE ADVOCATE BEFORE THE IRS,
RESPONSIBLE TAX RETURN SPECIALISTS SHOULD NOT BE STRONG-ARMED
UNDER THE THREAT OF VAGUE PENALTIES, THEY ARE NOT THE AUDIT TOOLS
OF THE IRS,
THE TAXPAYERS' BILL OF RIGHTS MAY NOT PASS THIS YEAR, BUT WE
HAVE FOCUSED PUBLIC ATTENTION ON WHAT I BELIEVE IS A VALUABLE
EFFORT TO PROTECT AMERICAN TAXPAYERS,
BUT I BELIEVE IT IS IfPORTANT NOT TO ENDOPSE REFORM1 FOR REFORM'S
SAKE; WHILE I HAVE ACTIVELY SUPPORTED THE TWO PIECES OF LEGISLATION
I HAVE A DESCRIBED TO YOU, I HAVE BEEN VARY OF OTHER TAX
REFORM PROPOSALS THAT I DID NOT JUDGE TO BE IN THE PUBLIC INTEREST.
IN PARTICULAR, I HAVE OPPOSED THE ATTEMPT TO CREATE A
NATIONAL TAX COURT OF APPEALS, I DO NOT SUPPORT A PROPOSAL
WHICH WOULD REMOVE IMPORTANT DECISIONS FROM THE NINTH CIRCUIT
AND PLACE THEM IN A COURT IN WASHINGTON, DC,
WHILE PROPONENTS HAVE ARGUED THAT CONSISTENCY IS NEEDED IN
THE APPELLATE INTERPRETATION OF OUR TAX LAWS, I PERSONALLY
BELIEVE IT IS MORE IMPORTANT FOR EACH CIRCUIT TO TAKE A LOOK
AT WHETHER . TAX LAW MAY POSE PARTICULAR PROBLEMS
IN THAT CIRCUIT.- THIS IS A NEED THAT OVERRIDES THE NEED FOR
CONSISTENCY.
FURTHERMORE, I DO NOT GENERALLY SUPPORT THE CONCEPT OF
SPECIALTY COURTS; I BELIEVE THAT FEDERAL DISTRICT JUDGES AND
FEDERAL COURT OF APPEALS JUDGES ARE WELL EQUIPPED TO HANDLE THE
PROBLEMS OF INTERPRETING OUR TAX LAWS, MOREOVER, I FEAR THAT
ADDITIONAL SPECIALTY COURTS MIGHT BECOME CAPTIVES OF THE INTERNAL
REVENUE SERVICE OR ANY OTHER AGENCY THAT WAS THE SOLE AGENCY
APPEARING BEFORE IT, I SEE FEW BENEFITS FROM CREATING A NATIONAL
TAX COURT OF APPEALS =N AMaFal, I VIEW IT PRIMARILY AS AN
UNFORTUNATE STEP IN THE DIRECTION OF FURTHER CENTRALIZATION OF OUR
GOVERNMENT'S DECISION MAKING IN WASHINGTON, D.C.
IN CONCLUSION, I BELIEVE THAT TWO PRINCIPLES, FAIRNESS AND
JUSTICE, MUST GOVERN OUR ACTIONS WHEN WE FORMULATE TAX POLICY,
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FOR TOO LONG, CONGRESS HAS BEEN WILLING TO WRITE NEW,
COMPLEX TAX LAWS, BUT FAILED TO ENSURE THAT THE BASIC RIGHTS
OF TAXPAYERS ARE PROTECTED,
TAXPAYER PROTECTION MUST BE HIGH ON OUR AGENDA THIS YEAR AND
IN FUTURE YEARS.
WITHOUT THAT PROTECTION, THE PRICE FOR A CIVILIZED SOCIETY
WILL BECOME VERY STEEP,
THANK YOU.
